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Gapital Spending Programs: Fourth Quarter of 1972
and First Half of 1973
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BUSINEHS expenditures  for naw
plant and equipment rose one-half
percent, from the second quarter of
1072 to the third, to a seasonally
adjusted annual rate of $87.7 billion,
aecording to the survey conducted in
late Oetober and November by the
Bureau of Economie Analysis. Business-
men project o 54 percent incresse in
the fourth quarter and incresses of
4% percent and 1% percent in  the
first and second gquarters of 1073,
respectively. For the year 1072 as a
whole, spending for new plant and
equipment is expected to total $88.5
billion,* 9 percent higher than actual
outlays in 1971. This latest projection
of the 1972 incresse reflects o further
downward revision from the ineresse
planned early this yvear (table 1), but
is still muech larger than the ineresses
of 1.9 percent in 1971 and 5.5 percent
in 1970.

Capital spending in manufacturing
increased 2 percent from the second
guarter to the third, with the largest
percentage gains pecurring in durable
goods industries. Nonmanufacturing
outlays as a whole were unchanged for
the period, as increases by electric and
gas utilities and commercial firms were
offset by declines in the transportation
industries,

In the survey conducted in August,
businessmen had projected an increase
in capital putlays of 3% percent from
the second quarter to the third quarter
of 1972, substantially greater than the
estimated actual rise of one-half percent.
Manufacturing industries, in the ag-

1. The expectations flgures have been pdjustod for systom-
atln hinses (footmote I, talde 7). Hefore adjustment, 1672
expendltures were expected o be $87.79 billlon far all in-
dustrles, $81,14 hillion for manufsciaring wnd §546.685 hillion
for nonmanuiacturing. The adjustments were applied
separately to sach major industry; their net effect was to
ralse the maonofacturing total by $0,02 billlon and the non.
manifacturing total by $0.7% billion.

gregate, showed a larger shortfall from
pxpectations than the nonmanufacturing
industries, in both dollar and percentage
terms. Petroleum ecompanies reported
the largest difference between expected
and actual spending, with motor
vehicle, nonferrous metal, and paper
manufacturers also  spending  sub-
stantially less than expected. Outlays

Table 1.—=Plant and Egquipment F
tures, Annual Percent Change, 1

1972

ridi=
1 and

Expected 1572 as
reported jn;
Aptual
1871 1
Feh. | May | Aug. | Nov.
AN Indusirios . 9 105|103 &7 9.0
Manufsetoring!. . —4.1 | &7 K& | A6 a8
Darabibe goads || =101 | 13.8 | 103 | 109 0.6
Primary metals ... | =141 | 48| 30| L4 L&
Bl;m l’umlu'# :m-l |
orks. . J =181 (=04 (=80 —82 | =74
h.'rmrnrrm.n =128 | 100 42| ILE 130
Eleotrieal muchinery. | =88 41| 58| LS a2
Mueninery, exeept
aletrden]. . ... =111,2 (K] | L2 0
Trnnl -:nrl:atmm
..... =121 I8 4 IT.B | 201 170
F.. ul,ur wll.l.:'lr's ceed] =4 B[ IRA | 200 ) 20.9 18, 6
Alromaft.____. oo =9R0 | BLT | ILY | 2.3 | 11E
Stane, olay, and ulm_ =10 | a4 | 132 | 40.4 7.3
Other dorahlest . L2 |3 |1E2 | 14b | 1LD
Nondurable goada || —1.9 | 4.2 B (=12
F-x-d ineluding hov- .
............... =53 | EB[=37 |=33 | =44
'Tmt 1# 8 L0| 163|230 140
T T =3 (1| &8 [ILD[ W7
Chemieal. A =1 32 |=L3 | =148
|
Pedraloum. ... : 49| =8 |=5E |=L] | =88
Rabber.. .. ......... =8 | 151 | MO8 | LT | 254
Other nandurables 1. 30| M7| 2B A8 "R ]
Monmannfueluring In- [
“dustries_______._ Le|ie |13 121 | 120
Mining__ .. ... ....... WA L4 I0s 129 | 133
Readiroed. - oo ol —f0| &R | 126 | B3 T.h
Adr transportation_ ... | —38.0 | 5.4 | 250 | 3.2 | B2
Other transpartation. .| 10 | ILE i—l 0| =213 Lo
Pubile utilitles. ... .. !ll. I {127 |m2| 1.8
Bttt . ..uiioiaes l3.1| 132 (13,3 | i1
Casand other ... —2. IJ 17.1| 189 | 124 A2
Cemmuniention... ... B0 | M2 43 1L4 | 106
Cammercisl and otlier AR S0 )1LO |8y | 1LS

1. Imeludes industrles nok shown separately,

dource; U8, Department of Commenee, Burean of Eoo-

natmie Analyss,
15
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Table 2.==Expenditures for New Plant and Equipment, 197213
(Bllllone of doflars, ssasonally odjustad anugsl rate)
wn 1073
1 i m 1 n m!
All loduiris. . .. eraaaas H.7Th 8 BY.&7 .38 T L]
Manufaciuring... rerveTET e am s 20,00 i B e 2.8 .1 AT
Dorabla || | VO . i1y . i
demmlmda.. R 102 :I.D.E }Eﬂ =&=E HE ﬁ.g
Honownnfaswing. ... veracrranrrs BT 58,75 .78 .40 BL.H k2.

1. A5 expoetad in Iake Octolar amd Novomiber,

Boarew: .8, Departupsnl of Capippnts, Buresu of Econeilc Anabyls,

by communications firms, gos utilities,
and railroeds also were substantially
below the projecéions made in August.

In the sacond gquarter of this year,
the inorease in spending was nlso well
helow expectations; the survey taken in
May found expectations of o 4% percent
increags from the first quarter to tha
zecond, but the aotusl rise was only
only ong-half percent. The mognituds of
these two succassive shortfalls prompted
BEA to query officials of shout two
dozen firms that reported large shortfolls
in third guarter expenditures relative
te Avgust projections. There was no
alear pattern of remsons given for the
diffarenca between estimated and actuel
outlays. With only one minor exeeption,
the differences were not due to actunl
cuthacks in projects. The most fre-
guantly cited Jfactor was oxgessive
cpfimism on the part of operstions
personnal s to how rapidly worle could
be completed; other fnctors mentioned
included uwnexpested delays in con-
etryction progress and equipment de-
liveries and delays in hillings andjor
paymenis for work dona,

In this sonnection it should be noted
that the plant and equipment spending
expectations are not intended to be
forecoats of outlays but rather to
represent businessmen’s expectations of
near-term  investment. Expectations
may differ from actunl expendifures
for many reasons, One importent rea-
son is that business firms spend more or
less than planned because actunl eco-
nomic or opereting <onditions differ
materially from expected conditions.
Another resson is that respondents’
expectntions are subject to certain
systematic biases which recur inde-

pendently of ecenomic conditions, The
most pronounced binses ore related o
seasonal vorintions snd size of firm.
Mary companiea fail to teke account
of seasonel varistions—such as the
reduction in construction activity dur-
ing the winter months-—in reporting
their expectations. As te size of firm,
it ia found theé, on the averape, larpe
firma tend to averstate their investment
programs while small firms' expecto-
tions typically undersinte wctual in-
restment, BEA doss make odjustments
in tha expectations data to eliminate
puch systematic binses but does not
moke any adjustments for possible
deviations between axpected and actual
sconomic or oparating conditions. For
a fuller discusaion of systematic biases

December 1072

and the procedurss used in sliminating
these biazes, ses the February 1970 issus

Manufaciuring programa

As b ogrouwp, monufactorers expeot
outlays to increess 8% percent from the
third quarter to the fourth, with most
mejor industry groups expeoling ad-
vances. BucepHons are producers of
foods end beversges, slectrical ma-
chinery, stone-cloy-glass, end fextiles.
Petrolonm companies, following a sharp
drop i the third guarter, are stheduling
& 16 percent rise in the fourth quarter
ond motor vehicle producers expect a
13 pereent gain., The primary metal,
rubber, and “other nomdurables” in-
dustries expect sutlays to riss about 10
pereant in the fourth quarter.

Manufecturers expect another 6%
pexcent increasa in the first quarter of
1073 snd 2 mors modernte 1K parcant
pain in the second quarter. For the
first holf of 19732, manuincturers’ out-
lays ure expected to be at & seasonally
sdjusted annuval rate of $36.3 biilion,
11 percent above the second half of
1972 and 17 percent rbhove the first
half; every mojor manufacturing in-
dustry except textilea expecta outlays

Table 3.—Iodex of Plant ond wremt Expevdituees by Manufacturing Induatrics,
qufr Tl through 1973-1

(Third Quertar 171 w1004

171 bl tr] Ta

nI v L 11 il v It
T T T T L b0 1M.B [ -1 ] Hu.b .1 112.0 li.n
Dumbie gowids. . b0 1.2 Lr.E K. (LR 113.8 1308
Thast R, nunl 'ﬂ.lrh_ 108 & 7, & 97.A o, 7 .5 M. 7 1L L
i fgamindd 1 u! 100, & 1004 135.B UM, & 1.6 1321 148, 5
Eloatriegl thachin s 190, & 1M.1 -7 158 ¥ 1H.1 12 L15.8
Machingry, dkcopt b [ P R 100, 0 IILE 100 ¢ 1 7 1i5.8 1M 8 it ]
Motor wolkelet_ | 106, & 1364 118.% 1M 19,7 1568 1063
Alrevalt.. 100, & T TILE 1.3 1.3 TR [
B, dn: #Ml'h-'u 100, b O 1H.7 iyl [F:TN 136 LT
L AT T TT 5 T 100, & .7 1L} bt -] 1.1 1ILD 1i51
Nondamble goods. - .. oo v v v v e cecn e nn va e Wl 1820 "d Wil .2 - e
1O, & L4 . ™3 10,4 b -N ] 1i7.B
100, & L8 13L8 3.4 0.0 1nLe 1.8
100, & L. 1053 1Lk 3 0.3 1IE1 1103
100, & L. L o o7 ol 1B L. 7
100, § L] BLE [N 3 .1 .3 il 3
100, & 18 1L 13,1 1.7 bETR] AMLE
OMbor BB e e 100, & 10, & 1TLE 1H. & 10 $3EA li1.1

L. Projected Indato Sotohar g e vomber 1972,

Soireg: T.B. Dopartmont of Cemmerca, Burdall of Baonemie A oalyss,
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to be higher in the first half of 1973 than
in the first and second halves of this
year. For the durable goods industries
85 4 group, outlays are projected to
rise 12 percent over the second half of
1972 and 21 percent over the first
half; for nondurable goods industries,
the projected increases are 8 percent
and 13 percent, respectively.

The expected acceleration in the
advance of manufacturers’ expenditures
marks a clear contrast to the sluggish
rise since the recent trough in the third
quarter of 1971. From then to the third
quarter of 1972, the compound growth
rate was only 1% percent Per quarter.
Table 3 shows the expansion of outlays
in manufacturing industries since the
1971 trough.

To probe the pervasiveness of the
expansion in manufacturers’ invest-
ment outlays, the outlays reported by
each company in the survey sample in
each of the first three quarters of 1972
were compared with the outlays re-
ported in the comparsble year-earlier

Manufacturers’ Evaluation of
Existing Capacity -

CHART 8
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SURVEY OF CURRENT BUSINESS

quarter. Table 4 shows the percentage
of companies reporting incresases in
expenditures and the percentage of

17

companies reporting decreases for sach
of the first three quarters of 1972. (In
each industry, the difference between

Table .—Percentage of Sumple Firms in Manufacturing Reporting Ch'“@f in Plant and
b

Equylrcn:u:nt. Expenditures From Year=Earlier Quarter: First, Second and

vird Quarters

Percentage of Arms increasing

Perecniage of firms decreasing

expenditures | cxpendiiures t
I 1 I I 11
Manulhciurng. ... ..cocavnmrmsnnnsnsnsnrssssns 1% -1 i & 42 I a9
Durable goods. . .....covvrmrsimnimsnsnsanas il 2] &6 13 a3 ar
Primary metals. .. ....onissmsnsnsasanns i8 L 1l i 3 45 &l ]
Blnat lurisace, sieel Wr‘la ams 7] 49 L] 50 49 &0
MO T . 2 nsmsnsmnmsmsmsmsnsnsas i a8 % 4 iz ar
Electrical machlnery ... coerveimsnsnans i) 5 | 7] s ] &
Machimery, excepd electrien. ......... kL B | S 63 4l 41
Trn:ﬁpnrtnmn equlpment 40 56 | i 47 ai £
WI:IH.'JH 47 BT | 1] 4t a 24
il aH L i ol | &
Biome, clay, 8nd Blas8. .. uoenanrnnnrnans 58 i 1] 1 a0 | a4
OLEEr QUTBDIS. . e saemraen s nmsmnnnnsns i 6d [0 L] a8 | i
Nondurable gooda. . e AT 1] (1] (1] E L] 42
Food inclodlog hu.in'pgc ................ il " 8 i 48 | T
Textile - - il i an 40 40
e a7 :h] 0 i LU i
Chemical 14 L 1] a2 A Al ! 42
L | e R P A ] A a8 it LI i
T [ a5 BE " 4 | 8
Other nondurables . a8 &l & (11 1] : as
1, The percentages shown do not add to 100 sinco the companies reparting no change in expenditures are not shown,
Bource: U.B. Department elCommeres, Burean of Econamic Anslyais.
Table 5.~=Manufacturers’ Evaluation of Their Capacity
(Peroent distributlon of gross capital assets) 1
1971 1972
1
June 30 Eept 80 Des 51 Mar 31 | June 30 | Bapt 30
More plant and equipment nesded ©
All manufscturdng. . . ....ocnvnnnnsrnrmrmrnrnrms kh 31 50 31 a3 a
Duwrnble goods 1, 25 25 4 5 -] M
Primary metals... 1% 19 14 21 25 )
Mutal fsbricators 2 4 4 26 26 25 a0
45 M 36 36 ar £
&6 85 - 43 a1 a2
42 44 43 40 45 44
38 a8 &0 40 40 4
About ndequais:
All mATUTMEINEIG . . . ceoeeecaa e iermnan 6l 54 L] 62 60 57
T T ] & il B4 ] 5
Primary medal. .- vrvrerecacsnarasssnnnn T | &l &7 a2 &0 &7
Muotal fabrleatorns . ... cceaaaaas k] [ 2] 03 i &7
Mondurable 59 L1} .3 ] 53 54
Food lnc u-dl:u hm- i | 5A 57 57 5E &5
Chemical. . 3 55 45 5] 58 53 ]
Petmhum .............................. B2 iz &l i it} (i)
Existing plant snd equipment esceeds needs:
All manufnelurIng . . .. . ccavainrm s ] n n 7 T L]
Drurnbbe goods ' .. oocoiiainis i iz 15 15 1 n 1%
Priniary metais. . i 2 | a8 17 1 18
Metnl Iabricators ? 3 13 | I 2 B T
Mondurnbbe goods ... ..ooaiaiaiainiaiaans fi T 7 1 4 2
Fm}ﬂ I.I'.'n': IJ-!“FDI:‘II'E P 12 L] ] 10 11 3
Fllrmlﬂi a a 1 4 & 1 2
F:ll.rul.l:unl. e AR R T 1] ! a 0 0| ]

1, Acearding to pspondent compaies’ rhull:?_.:]rl:u.timu of Phekr plant and equipment facilitics, taking into aseount thedr

current and prospective sales for the next 12 montl

2. Includes industries not shown separately.

3. Inchades machinery, iransportation aq

pment, and bricated motals ialustries,
Souree: U5, Department of Commerce, Buresu of Econombe A nalysks,
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the sum of these two percentnges pnd
LiHD p»erc:ant representa the percentage
of companies reporting no over-the-yeor
change in cutlays.) In the third quorter
of 1972, 54 percent of the sample com-
panies reported over-the-yenr Increases
in expenditures, as compored with &1
percent of the companies in the second
quorter and 49 percent in the first
quarter. In mest industries, the per-
centage of companies reporting over-
the-year increases in outlays moved up
during 1972; pertoulorly steong up-
trends nre shown in the stesl and trans-
pertation equipment industries. The
nonferrous metal, textile, and petro-
leum indusiries show declines or flat
trends,

Muonufecturers® capacity evaluation,
starts, and carryooer

The recent large shortfalls in manu-
fncturers’ investment spending, relotive

SURVEY OF CURRENT BUSINESS

to expectations, Taise some wncertainty
sbout the reclization of the ndvoncas
projected for the fourth quarter of this
yeor end the fivat half of 1673 ; however,
the expectations are supported by the
evidenice on inerensed starts of invesé-
ment projects (table 6) and the need
expressed for additional plant cepacity
(tabla 5).

There was mbstantial change during
the third guarter in manufacturers’
overall evalustion of the adequecy of
their plant and equipment Iacilities,
taking tccount of prospective seles over
the next 12 months, Companiss owning
87 percent of tatal fixed sassets in menu-
Incturing reported that their faciliies
a5 of September 30 were inndequnte,
compered with o figure of 33 percent
ot June 3¢ (table 5}. Tha *‘need more™
percentage rose for both the durable
and nondurable geods groups.

Facilities viewed &5 “about adequate’

Dazémber 1972

denlined to 57 parcent of manufacturers’
fixed assei= as of September 30 from 60
pereent &t the and of June. Compauies
reporting capacity in exeess of eurrent
sl hear-term neads accounted for 6
percent of assets at the end of the Sep-
tember quarter, a smeall dapline from
Juna 30.

Investment projents started by men-
ufpcturers during the third quarisr -
toteled & record $2.8 billion, seasonally
adjustad, 11 percent higher than in the
second gquorter and 27 percent above
the third querter of 1971, The increasze
from the second quorber was 12 pereent
for durable goods mapufactyrers and
11 perceni for nondurables,

The value of new projecis started by
menufacturing componies  exceedad
their capital expenditures in the third
guorter, reaulting in an increase in
cayryover—the amounts still to be spent
on plant ond equipment projecis

Table 6. =Starts atd Currrover at Plant and Equaipraent Prolects, Monuiseturing and Public Utilities, 196972
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_ already underway. Manufactiurers' saa-

zonnlly adjusted carryover ab Septem-

» ber 30 tolsled $22.8 billion, up $1.9 hil-

lion from June 30 aod $3.2 billion from
September 30, 1971.

Nonmanufacturing programs

- Aggrapate spending by the nonmanu-
| taeturing induatries i expacted to Tise
. in the fourth quarter of 1972 and the
firat half of 1973, but at 4 slower poce
than the mnnul’nnt.uring advanes, Sub-
. stantial increases in swtlays have been
" scheduled for the fourth quarter by gaa
« utilities (2% percent), railvoads (14 per-
cent), communications frms (10 por-
cont}, and mining firms (8 percent).
Eleotric utilities and commercial firms

SURVEY OF CURRENT BUSINESS

axpect small increases, end & desline is
axpertsd in nonrail transportation.

In the first & months of 1973, total
nopmanufasturing expenditures are sx-
posted €0 be 7 percant above the segond
half of 1072 and 0 percent abova the
first half. Large investment pains in the
first & months of 1973 are expacted
by railroads, “other tronsportation'
componies, and public utilities.

Even if the strong gaing in copitol
outiays projectsd by reilrosds for the
fourth quarter of 1972 and the fist
half of 1973 ore renlized, thot industry’s
spending wili still ba well below the
high of $2.4 billicn renched in 1964,
the syme yenrin which the industry's

19

parnings racorded a pesk. Sinee then,
parnings have declined steadily and
capital outlays have flucteated at bes
tween 66 percent and 80 percent of the
1966 level. Racent data on new and
unfilled grdeve for freight enrs, as well
as profits, do not suggest n hagic im-
provement in the industrys capital
investment for the naar term.

The valus of new projecis started by
publie utilities renched a high of $7.2
billion in the third querter, up $1.5
billion from the second quartsr. Carry-
over by the utilities wos $39.2 billion
at September 30, $2.9 billion higher
than at June 30 snd $6.3 hillion highar
than at September 30, 1971.

| Table T—Expenditures for New Plank and Equipment by U.S. Buslnege, 7 1970-713
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